110 STAT. 1848 


PUBLIC LAW 104-1882AUG. 20, 1996 
(i) ge GENERAL!2The aaareaate ae 


recoani 

reason of the anvvlication of section 481 of 
the Internal 
Revenue Code of 1986 with respect to 
section 7A(b) 
of such Code (as added bv this section) for 
the first 
taxable vear of the taxpayer beginning after 
December 

31. 1995. shall not exceed the amount 
included in 
the taxpaver's aross income for such vear 


Vv reason 
of the excess (if anv) of— 
I) the amount of life insurance 
reserves as 
of the close of the prior taxable vear. over 
I) the amount of such reserves as 
of the 
beainnina of such first taxable vear! 
to the extent such excess is attributable to 


subsection 
(a) of such section 817A. Notwithstandina 
the preced- 
ina sentence, the adjusted basis of each 
seareaated 
asset shall be determined as if all such 
losses were 
recoanized. 


;, (ii) DISALLOWED LOSS ALLOWED OVER PERIOD 
e 
amount of the loss which is not allowed under 


clause 
(i) shall be allowed ratably over the period of 7 
taxable 
vears beainninag with the taxnaver'ls first 
taxable vear 
beadinnina after December 3191995. 
(B) LIMIT, ON ON DEDUCTION FOR INCREASE IN 
RESERVES 

(i) IN GENERAL!The deductiof allowed 


first taxable vear of the taxpaver 


begdinnina after 
December 31. 1995. bv reason of the 
application of 
section 481 of such Code with respect to 
section 817A(a) 
of such Code (as added bv this section) shall 
not exceed 
the aaareaate built-in gain recognized me 
reason 

the auc of such section 481 with 
reso 

enon 817A(b) of such Code (as added i 
this section) 


for such first taxable vear. 

(ii) DISALLOWED DEDUCTION ALLOWED 
OVER 
PERIOD/2The oe of the eee 
which 
allowed under Sianee: i) shall be aiidwed 


ratablv over 
the veriod of 7 taxable vears beainnina with 
the tax- 


vaver's first taxable year beginning after 
December 


31, 1995. 
(iii) BUILT-IN GAIN/@For purposes of this 


. A ft ste : 
aranvh. the built-in gain on an asset is the 
amount 
equal to the excess of— 
(1) the fair market value of the 
asset as of 
the beainning of the first taxable year 
of the tax- 
paver beainning after December 31, 
1995. over 
(11) the adjusted basis of such 
asset as 0 
such time. 


SEC. 1613. TREATMENT OF CONTRIBUTIONS IN AID OF CONSTRUCTION. 


(a) TREATMENT_OF CONTRIBUTIONS IN AID OF 
CONSTRUCTIONI 
(1HN GENERAL ection 118 (relating to 
contributions to 
the capital of a corporation) is amende 
1) by redesighating subsection (c) as 
subsection (e), 


an 
(2) by inserting after subsection (b) the 
following new 

subsections: 


